Wednesday 
October  19,  1988 


Part  II 

Department  of 
Housing  and  Urban 
Development 

Office  of  the  Assistant  Secretary  for 
Community  Planning  and  Development 


24  CFR  Part  590 
Urban  Homesteading  Program; 
Implementation  of  1987  Statutory 
Amendments  and  Revision  of  Selected 
Program  Procedures;  Proposed  Rule 


41026 


Federal  Register  /  Vol.  53,  No.  202  /  Wednesday,  October  19,  1988  /  Proposed  Rules 


DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  the  Assistant  Secretary  for 
Community  Planning  and 
Development 

24  CFR  Part  590 

[Docket  No.  R-88-1413;  FR-2461] 

Urban  Homesteading  Program; 
Implementation  of  1987  Statutory 
Amendments  and  Revision  of  Selected 
Program  Procedures 

agency:  Office  of  Community  Planning 
and  Development,  HUD. 
action:  Proposed  rule. 

summary:  This  rule  would  implement 
amendments  to  the  Urban 
Homesteading  Program  regulations 
made  by  sections  517  (c)  and  (d)  of  the 
Housing  and  Community  Development 
Act  of  1987  (“1987  Act”).  In  accordance 
with  section  517(c)  of  the  1987  Act,  the 
rule  would  eliminate  the  former  three- 
pronged  “special  priority"  test  for  the 
selection  of  homesteaders  and  substitute 
a  single  priority  selection  criterion — that 
the  prospective  homesteader  be  a 
“lower-income”  person  or  family.  The 
rule  also  would  implement  section 
517(d)  of  the  1987  Act,  which  authorizes 
States  and  units  of  general  local 
government  participating  in  the  program 
to  designate  a  "qualified  non-profit 
organization”,  or  a  public  agency,  to  act 
as  the  local  urban  homesteading  agency 
responsible  for  selecting  homesteaders 
and  properties,  and  for  accepting  title  to 
and  conveying  the  properties  to 
homesteaders.  Finally,  the  rule  also 
would  make  a  number  of  specific 
changes  in  program  procedures,  such  as 
specifying  certain  additional  documents 
that  must  be  submitted  with  a  locality’s 
urban  homesteading  application,  setting 
a  guideline  that  a  local  urban 
homesteading  agency  should  generally 
anticipate  homesteading  a  minimum  of 
five  properties  per  year  in  order  to 
participate  effectively  in  the  program, 
and  raising  the  existing  limit  on  the 
values  of  properties  selected  for 
homesteading  from  $20,000  to  $25,000  for 
one-unit  properties,  and  from  $5,000  to 
$8,000  per  additional  unit  in  two-  to  four- 
unit  properties.  In  addition,  the 
program’s  fund  reservation  system  is 
being  changed  from  an  annual 
reservation  based  on  estimated  annual 
needs  to  a  system  of  first-come,  first- 
served  reservations  for  specific 
properties. 

date:  Comments  Due:  December  19, 
1988. 

address:  Interested  persons  are  invited 
to  submit  comments  regarding  this  rule 


to  the  Rules  Docket  Clerk,  Office  of 
General  Counsel,  Room  10276, 
Department  of  Housing  and  Urban 
Development,  451  7th  Street,  SW., 
Washington,  DC  20410.  Communications 
should  refer  to  the  above  docket  number 
and  title.  A  copy  of  each  communication 
submitted  will  be  available  for  public 
inspection  during  regular  business  hours 
at  the  above  address. 

FOR  FURTHER  INFORMATION  CONTACT: 
Marion  F.  Connell,  Director,  Urban 
Homesteading  Program,  Rehabilitation 
Loans  and  Homesteading  Division, 

Office  of  Urban  Rehabilitation,  U.S. 
Department  of  Housing  and  Urban 
Development,  451  7th  Street,  SW.,  Room 
7168,  Washington,  DC  20410.  Telephone: 
(202)  755-5324.  (This  is  not  a  toll  free 
number.) 

SUPPLEMENTARY  INFORMATION:  The 

information  collection  requirements 
contained  in  this  rule  have  been 
submitted  to  the  Office  of  Management 
and  Budget  (OMB)  for  review  under  the 
Paperwork  Reduction  Act  of  1980  and 
have  been  assigned  OMB  control 
number  2506-0042.  This  control  number 
is  currently  being  reviewed  by  OMB  to 
extend  its  applicability  for  this  proposed 
rule.  Public  reporting  burden  for  each  of 
these  collections  of  information  is 
estimated  to  include  the  time  for 
reviewing  the  instructions,  searching 
existing  data  sources,  gathering  and 
maintaining  the  data  needed,  and 
completing  and  reviewing  the  collection 
of  information.  Information  on  the 
estimated  public  reporting  burden  is 
provided  under  the  Preamble  heading, 
Findings  and  Certifications.  Send 
comments  regarding  this  burden 
estimate  or  any  other  aspect  of  this 
collection  of  information,  including 
suggestions  for  reducing  this  burden,  to 
the  Department  of  Housing  and  Urban 
Development,  Rules  Docket  Clerk,  451 
Seventh  Street,  SW.,  Room  10276, 
Washington,  DC  20410,  and  the  Office  of 
Information  and  Regulatory  Affairs, 
Office  of  Management  and  Budget, 
Washington,  DC  20503. 

Background 

Section  517  of  the  Housing  and 
Community  Development  Act  of  1987 
(Pub.  L.  100-242)  amended  section  810  of 
the  Housing  and  Community 
Development  Act  of  1974, 12  U.S.C. 

1706e  (“1974  Act”),  which  authorizes  the 
Urban  Homesteading  Program,  as 
follows: 

Section  517(c)  eliminates  the  former  three- 
pronged  “special  priority”  test  for  the 
selection  of  homesteaders  and  substitutes  a 
single  priority  selection  criterion — that  the 
applicant  should  be  a  "lower-income”  person 
or  family. 


Section  517(d)  authorizes  States  and  units 
of  general  local  government  to  designate  a 
“qualified  non-profit  organization,”  or  a 
public  agency,  to  act  as  the  local  urban 
homesteading  agency  (LUHA) — including 
accepting  title  to  and  conveying  properties  to 
homesteaders  if  they  so  choose. 

In  addition  to  the  amendments  made 
by  sections  517  (c)  and  (d)  of  the  1987 
Act,  section  517(a)  amends  the  1974  Act 
to  extend  the  authority  for  the  local 
property  and  the  multifamily  property 
urban  homesteading  demonstrations. 
These  demonstrations  would  be 
implemented  by  Notice,  rather  than  by 
permanent  regulations,  if  they  were 
reinstated.  However,  the  Department  is 
not  currently  planning  to  implement 
either  of  these  demonstrations  in  FY 
1989. 

Also,  section  517(b)  amends  section 
106(d)(3)(A)  of  the  1974  Act  to  allow 
State  participants  in  the  Urban 
Homesteading  Program  to  use 
Community  Development  Block  Grant 
(CDBG)  funds  for  urban  homesteading 
administrative  expenses,  consistent  with 
the  authority  available  to  CDBG 
grantees  other  than  States.  This 
provision  will  be  implemented  by  an 
appropriate  revision  to  the  State  CDBG 
Regulations,  rather  than  in  this  rule. 
However,  this  provision  is  self¬ 
executing,  and,  therefore,  it  does  not 
require  regulatory  action  to  be  effective. 
States  participating  in  the  Urban 
Homesteading  Program  may  charge 
eligible  administrative  expenses 
incurred  after  February  5, 1988  (the 
effective  date  of  the  1987  Act)  in 
operating  their  urban  homesteading 
programs  to  their  otherwise  available 
State  CDBG  administrative  funds, 
provided  such  administrative 
expenditures  would  satisfy  other  Title  I 
requirements. 

Other  changes  to  Part  590  in  this  rule 
are  proposed  at  HUD’s  initiative. 
Generally,  these  changes  stem  from  the 
need  to  update  certain  provisions  in 
keeping  with  comments  received  from 
Congressional  committee  reports, 
comments  from  local  officials,  and 
HUD’s  own  experience  in  administering 
the  program  since  the  last  revision  of  the 
regulations  (see  50  FR  25941,  June  24, 
1985). 

The  principal  proposed  amendments 
to  Part  590  are  discussed  below  in  the 
order  that  they  appear  in  the  proposed 
rule.  Other  technical  amendments  are 
proposed  in  the  following  sections  of 
Part  590:  §  590.1(a)  and  (b);  §  590.5 
(definitions  of  “Act”  and  “LUHA”  are 
amended;  new  definitions  of  “lower- 
income  families”  and  “qualified 
community  organization"  are  added; 
and  definition  of  "locally  owned 
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property"  is  deleted);  §  590.7;  §  590.11(c) 
and  (d);  §  590.13;  §  590.15;  §  590.17(a) 
and  (b)(3);  §  590.19;  §  590.23;  §  590.29; 
and  590.31.  These  technical  amendments 
have  not  been  separately  discussed 
below,  since  they  are  either  editorial  in 
nature,  or  they  are  conforming  changes 
to  make  the  amended  provision 
consistent  with  one  of  the  principal 
amendments  in  the  proposed  rule. 

Amendments  to  Part  590 

In  §  590.7,  “Program 
requirements,”  and  §  590.13(b), 
“Standards  for  HUD  review  and 
approval  of  a  local  urban  homesteading 
program,"  the  proposed  rule  would  add 
guidance  that,  in  general,  local  agencies 
shall  select  neighborhoods  so  as  to  be 
able  to  anticipate  homesteading  a 
minimum  of  five  properties  per  year,  in 
order  for  their  programs  to  be  cost- 
effective  and  have  discernible 
neighborhood  impact.  These  provisions 
are  proposed  in  view  of  the  high  demand 
for  scarce  program  funds  in  order  to 
establish  a  reasonable  threshold  level 
necessary  for  continued  program 
participation.  Regional  economic 
conditions  dictate  not  only  the 
availability  of  federally-owned 
properties  but  also  their  price  range. 
These  factors,  in  turn,  influence  the 
feasibility  of  homesteading  in  the  region. 
Over  time,  economic  conditions  shift 
within  regions  of  the  country,  so  that 
homesteading  may  become  infeasible  in 
a  previously  active  area  due  to  a  lack  of 
foreclosed  single-family  properties  in 
the  HUD,  VA,  and  FmHA  inventories,  or 
the  increased  cost  of  such  properties. 
Conversely,  as  more  properties  become 
available  or  their  values  decrease, 
homesteading  may  become  very  active 
in  an  area  previously  inactive.  Without 
a  threshold  program  level,  communities 
could  continue  indefinitely  in  the 
program,  operating  ineffective, 
expensive,  low  level  programs,  while 
other  areas  with  greater  need  for 
program  resources  find  it  difficult  or 
impossible  to  obtain  funding. 

Under  "Program  requirements"  at 
§  590.7(b)(2),  the  homesteader  selection 
section  would  be  modified  to  conform 
the  regulations  to  section  517(c)  of  the 
1987  Act.  The  three  existing  priority 
selection  criteria  would  be  deleted  and 
one  priority  criterion  set  forth,  which 
would  give  priority  to  eligible  "lower- 
income  families  or  individuals,”  as 
defined  by  24  CFR  Part  813.  Since  HUD 
has  already  advised  local  urban 
homesteading  agencies  that  this 
provision  is  considered  self-executing, 
local  agencies  should  already  be 
selecting  homesteaders  in  accordance 
with  the  new  single  criterion  for  priority. 
However,  homesteaders  notified  of  their 


selection  in  accordance  with  the 
previous  special  priority  criteria  before 
February  5, 1988  (the  effective  date  of 
the  1987  Act)  remain  entitled  to 
properties,  if  they  have  not  received 
them  yet.  The  proposed  rule  would  make 
no  change  in  the  effect  of  the  statutory 
priority  from  existing  rules,  apart  from 
the  simplification  of  the  criterion  for 
priority  selection  itself.  Specifically,  a 
local  urban  homesteading  agency 
(LUHA)  still  may  not  select  a 
homesteader  who  is  not  entitled  to 
priority  if  there  is  an  available  priority 
homesteading  candidate  who  has 
applied  and  is  qualified  for  the 
particular  property  involved.  LUHAs 
should  document  their  homesteader 
selection  files  to  show  that  they  are 
complying  with  this  priority.  In  addition, 
LUHAs  are  required  to  ensure  that 
homesteaders  are  matched  to  the 
bedroom  size  of  the  property  so  that 
homesteaders  are  not  under-  or  over¬ 
housed. 

Section  590.7(b)(2)  would  also  be 
amended  to  describe  the  extent  to  which 
certain  homesteader  selection  criteria 
based  on  residency  may  be  imposed  by 
participating  LUHAs  if  they  so  choose. 
However,  this  description  should  not  be 
construed  to  authorize  participating 
LUHAs  to  use  such  criteria  in  a  manner 
which  would  override  the  statutory 
priority  for  lower-income  persons.  That 
is,  if  there  is  a  lower-income  applicant 
otherwise  qualified  to  participate  in  the 
program,  who  does  not  meet  the  locally 
imposed  residency  or  other  criteria,  then 
that  applicant  would  still  take 
precedence  over  any  non-lower  income 
candidate  meeting  such  local  criteria. 

Finally,  a  new  provision,  designated 
(iii),  has  been  added  to  assure  that 
membership  in,  or  ties  to,  particular 
private  organizations  are  not  made  a 
factor  affecting  homesteader  selection. 
With  the  advent  of  non-profit 
community  organizations  as  LUHAs, 
HUD  believes  it  is  important  to  specify 
that  membership  in  any  private 
organization  doing  business  with  such 
an  organization,  and  any  other  ties  to  a 
particular  private  organization,  are  not 
made  criteria  for  homesteader  selection. 

Also  under  “Program  requirements”  in 
§  590.7,  amendments  to  subparagraphs 
(b)(4)  and  (b)(6)  are  proposed  in  order  to 
clarify  the  LUHA’s  responsibility  to 
assist  in  securing  compliance  with 
section  312  loan  terms  and  to  find  a 
replacement  homesteader  where  it 
appears  that  the  initial  applicant  has 
defaulted  on  a  section  312  loan  during 
the  homesteader's  conditional  title 
period.  During  this  period,  foreclosure  of 
the  section  312  loan  is  generally  not  a 
viable  option,  since  it  either  results  in 


undue  loss  to  HUD,  if  HUD  forecloses 
only  on  the  homesteader’s  interest  in  the 
property,  or  it  results  in  the  property 
being  lost  to  the  homesteading  program, 
if  the  LUHA  gives  up  its  reverter  interest 
in  the  property  and  allows  HUD  to 
foreclose  and  then  to  sell  the  property 
on  the  open  market.  The  best  option 
both  to  minimize  HUD’s  loss  and  to 
preserve  the  property  for  homesteading 
is  for  the  local  agency  to  identify  a 
successor  homesteader  who  will  assume 
the  section  312  loan,  or  as  much  of  the 
loan  as  the  property’s  value  at  the  time 
of  assumption  will  support.  The 
proposed  amendments  are  designed  to 
give  local  agencies  clearer  regulatory 
notice  of  this  policy,  which  is  more  fully 
described  in  a  notice  on  this  subject 
issued  under  HUD’s  Unified  Issuances 
System.  Also,  the  amendments  to 
§  590.7(b)(6)  would  allow  HUD  to 
shorten  the  homesteading  period 
required  of  the  successor  homesteader 
under  that  section,  if  that  is  necessary  to 
attract  a  successor  homesteader. 

Under  “Program  requirements”  in 
§  590.7,  a  new  paragraph  (c)  would  be 
added  entitled  “Designation  of  LUHA." 
As  at  present,  the  applicant  State  or  unit 
of  general  local  government  may  act  as 
its  own  local  urban  homesteading 
agency  (LUHA),  conducting  the 
program,  and  accepting  and  conveying 
title  to  federally  owned  properties  in  its 
own  name,  or  it  may  designate  a  legally 
separate  and  independent  public  agency 
to  do  so.  Similar  to  present  practice,  the 
designation  is  approved  by  HUD  as  part 
of  the  program  application  approval 
process,  and  it  remains  in  effect  until  a 
new  LUHA  is  designated  by  the 
applicant  by  a  program  amendment 
approved  by  HUD,  or  the  local  urban 
homesteading  program  is  closed  out. 
Finally,  also  as  presently  permitted 
(although  not  specified  in  the  current 
regulation),  the  proposed  rule  specifies 
that  the  LUHA  may  carry  out  its 
program  functions  through  a  third  party 
contractor,  consultant,  or  agent,  except 
for  the  acceptance  and  conveyance  of 
title  to  properties.  The  proposed 
regulation  makes  clear  that  the  third 
party  agreement  must  be  in  writing,  and 
it  may  not  relieve  the  LUHA  or  the 
applicant  of  responsibility  for  the 
conduct  of  the  program. 

However,  based  on  section  517(d)  of 
the  1987  Act,  HUD  also  proposes  to 
allow  qualified  community 
organizations  to  act  as  LUHAs.  As 
provided  by  the  1987  Act,  qualified 
community  organizations  are  nonprofit 
corporations  whose  directors  serve 
without  pay  and  which  qualify  as  IRS 
section  501(c)(3)  tax  exempt 
organizations.  Consistent  with  present 
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practice,  any  designated  LUHA 
(whether  public  or  private)  must  have 
legal  authority  to  accept  and  convey 
title  to  properties  for  homesteading 
purposes.  The  proposed  regulation 
specifically  provides  that  this  key 
function  may  not  be  passed  on  to 
another  entity  by  the  LUHA,  unless 
HUD  approves  a  program  amendment 
designating  a  new  LUHA.  This  is 
necessary  because  up  to  three  Federal 
agencies  must  know  on  a  day-to-day 
basis  what  local  entity  they  are 
authorized  to  deal  with  in  conveying 
properties,  and  to  assure  that  the  LUHA 
remains  properly  accountable  for  the 
properties  it  obtains,  both  to  HUD  and 
to  the  homesteaders  who  deal  with  the 
LUHA. 

Finally,  the  proposed  regulation  would 
require  a  written  agreement  between  the 
LUHA  and  the  applicant,  and  it  would 
specify  certain  provisions  which  the 
agreement  must,  at  a  minimum,  contain. 
HUD  believes  that  a  written  agreement 
detailing  the  responsibility  of  the  LUHA 
is  essential  for  non-profits  to  act  as 
LUHAs.  HUD  also  believes  that  program 
responsibilities  will  be  clarified  and 
accountability  strengthened  if 
designated  public  agencies  are  also 
required  to  enter  into  such  agreements 
with  the  responsible  States  and  units  of 
general  local  government. 

Under  “Applications”  at  §  590.11,  the 
proposed  rule  would  require  local  urban 
homesteading  agencies  applying  for  the 
first  time  to  submit  additional 
information  in  their  application  package. 
HUD  is  now  requesting  a  description  of 
the  applicant’s  proposed  homesteader 
selection  procedures  which  complies 
with  the  1987  Act  and  §  590.7(b)(2)  of  the 
regulations,  copies  of  the  applicant's 
proposed  legal  documents  complying 
with  §  590.7(b)(3),  (5)  and  (7),  an 
estimate  of  the  number  of  properties  to 
be  acquired  during  the  program  year, 
and  a  copy  of  the  applicant's  written 
agreement  designating  any  local  urban 
homesteading  agency  in  compliance 
with  §  590.7(c).  Receipt  of  these  specific 
documents  is  necessary  to  avoid  serious 
flaws  in  program  design  which  HUD  has 
found  more  difficult  to  correct  after  the 
fact.  The  Department  still  wishes  to 
offer  maximum  latitude  to  local  agencies 
administering  the  program,  but  several 
recent  applicants  have  commented  that 


they  prefer  more  detailed  information  on 
these  matters  at  program  start  up. 
Similarly,  in  §  590.11(b)  HUD  is 
requiring  previously  approved 
applicants  to  submit  this  new 
information  for  the  first  program  year 
following  the  effective  date  of  the  final 
rule  containing  this  provision. 

Under  “Transfer  of  HUD-owned 
property"  at  §  590.17(b)(4)  and  under 
“Reimbursement  to  FmHA  and  VA"  at 
§  590.18(c)(1),  the  administratively 
imposed  maximum  amount  that  may  be 
charged  to  section  810  appropriations 
for  acquisition  of  federally-owned 
single-dwelling  unit  properties  would  be 
raised  from  $20,000  to  $25,000,  in 
keeping  with  suggestions  from  the 
House-Senate  Conference  Committee  on 
H.J.  Res.  395  (FY 1988  Appropriations 
Act)  in  House  of  Representatives  Report 
No.  100-498  at  page  843.  This  will  help 
keep  pace  with  inflation  in  real  estate 
market  values  being  experienced  in 
some  areas  of  the  country.  This  cost  cap 
has  not  been  adjusted  since  1985.  HUD 
does,  however,  propose  to  amend 
§  590.17  and  §  590.18  to  delete  field 
office  authority  to  grant  "local  program- 
wide”  exceptions  to  this  acquisition  cost 
cap,  because  of  the  need  of  further 
target  the  limited  program  funds  to 
sections  of  the  nation  experiencing 
softer  real  estate  markets.  Under  the 
proposed  rule,  the  price  paid  for  a 
property  would  be  the  as-is  fair  market 
value,  not  to  exceed  $25,000,  or  a 
negotiated  lesser  amount,  unless  an 
exception  for  an  individual  property  is 
granted  by  a  HUD  Field  Office.  An 
additional  amount  up  to  $8,000  per  unit 
may  also  be  charged  to  section  810 
funds  for  properties  with  two  to  four 
dwelling  units.  This  is  an  increase  from 
$5,000  per  additional  dwelling  unit,  a 
figure  which  had  not  been  adjusted 
since  the  inception  of  the  program.  In 
addition,  the  30  day  time  frame  for 
which  HUD/FHA  has  been  obligated  to 
suspend  its  routine  property  disposition 
activity  in  urban  homesteading 
neighborhoods  is  shortened  to  21  days 
to  reflect  actual  program  experience  and 
realize  economies  for  the  Department. 

At  §  590.21,  “Reservation  and 
reduction  of  funds,”  the  proposed  rule 
would  provide  for  reduction  of  funds 
when  there  are  no  affordable,  federally- 
owned  properties  available  due  to  a 


change  in  market  conditions  for  the  area 
and  establishes  a  “first  come,  first 
served"  policy  for  fund  reservations. 

That  is,  funds  would  not  be  reserved  for 
a  LUHA  only  when  actual  properties 
have  been  identified  for  acquisition. 

This  is  necessary  so  that  scarce 
resources  will  not  be  set  aside  for  a 
LUHA  whose  housing  market  may  have 
improved  considerably,  thereby 
reducing  the  inventory  of  available, 
affordable  properties,  since  submission 
of  the  Annual  Request  for  Participation. 
Also,  this  policy  change  will  minimize 
the  need  for  fund  re-allocations  at  the 
end  of  each  fiscal  year.  Similarly,  at 
§  590.23,  "Program  close-out,"  the 
proposed  rule  gives  HUD  specific 
authority  to  terminate  a  homesteading 
program  if  such  market  conditions  have 
existed  for  two  fiscal  years  and  are 
likely  to  persist  for  the  next  fiscal  year. 
Section  590.23(c)  is  also  revised  to  make 
the  LUHA’s  obligation  to  continue  to 
monitor,  enforce,  and  implement 
existing  agreements  with  homesteaders 
after  close-out. 

Finally,  at  §  590.31(e),  the  proposed 
rule  would  clarify  the  remedial  standard 
under  which  HUD  may  direct  the  LUHA 
to  repay  HUD  for  homestead  properties 
that  the  LUHA  has  mishandled.  The 
former  standard  on  its  face  dealt  only 
with  properties  that  the  LUHA  had 
“converted  to  its  own  use."  This 
standard  clearly  covered  properties  that 
the  LUHA  had  sold,  rented,  or  used  for 
its  own  purposes  without  HUD 
approval;  it  did  not  as  clearly  cover 
situations  in  which  the  LUHA’s 
negligent  failure  to  preserve  and  protect 
the  property  permitted  deterioration  that 
made  it  infeasible  to  homestead  the 
property.  The  revised  language  of  the 
proposed  rule  would  correct  this 
oversight 

Findings  and  Certifications 

The  collection  of  information 
requirements  contained  in  this  rule  have 
been  submitted  to  OMB  for  review 
under  section  3504(h)  of  the  Paperwork 
Reduction  Act  of  1980.  Sections  590.11 
(a),  (b),  (c)  and  (d);  §  590.17(b); 

§  590.18(b);  §  590.21;  §  590.25;  and 
§  590.29(c)  of  this  proposed  rule  have 
been  determined  by  the  Department  to 
contain  collection  of  information 
requirements.  Information  on  these 
requirements  is  provided  as  follows: 
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Description  of  information  collection 

Section  of  24  CFR  affected 

Number  of 
respond¬ 
ents 

Number  of 
responses 
per 

respond¬ 

ents 

Total 

annual 

responses 

Hours  per 
responses 

Total 

hours 

Application  (2506-0042) . . . 

590.11  (a)  and  (d) . 

20 

1.00 

30 

24  00 

480 

Amendment  (2506-0042) . 

590.11(c) .  .  . 

13 

1.00 

13 

4.00 

52 

Annual  Request  for  Program  Participation  (2506-0042) . 

590.11(b) . 

112 

1.00 

112 

2.00 

224 

Verification  of  Fund  Availability,  HUD-40050  (2506-0042).. 

Homesteading  Property  Addition,  HUD-40063  (UHPMIS) 
(2506-0042). 

Quarterly  Property  '  Report  (UHPMIS)  (2506-0042) . 

590.17(b),  590.18,  590.19,  590.21  . 

132 

4.00 

528 

0.25 

132 

590.29(c) . 

132 

4.00 

528 

(15  min.) 
0.50 

264 

590.29(c) . 

132 

1.34 

176 

(30  min.) 
0.25 

44 

Quarterly  Progress  Report  (UHPMIS)  (2506-0042) . 

590.29(c) . 

192 

4.00 

768 

(15  min.) 
1.00 

768 

Recordkeeping  for  Local  Urban  Homesteading  Programs.. 

590.25'.’. . 

192 

1.00 

192 

3.00 

576 

Total  annual  burden . 

2,540 

'  This  report  replicates  data  submitted  on  the  HUD-40063.  LUHAs  do  not  submit  it  if  it  is  correct.  Less  than  one-third  make  additional  corrections. 


A  Finding  of  No  Significant  Impact 
with  respect  to  the  environment  has 
been  made  in  accordance  with  HUD 
regulations  in  24  CFR  Part  50,  which 
implement  section  102(2)(C)  of  the 
National  Environmental  Policy  Act  of 
1909.  The  Finding  of  No  Significant 
Impact  is  available  for  public  inspection 
during  regular  business  hours  in  the 
Office  of  the  Rules  Docket  Clerk,  Office 
of  General  Counsel,  Room  10276, 
Department  of  Housing  and  Urban 
Development,  451  Seventh  Street,  SW., 
Washington,  DC  20410. 

This  rule  would  not  constitute  a 
"major  rule"  as  that  term  is  defined  in 
section  1(b)  of  Executive  Order  12291. 
Analysis  indicates  that  it  would  not:  (1) 
Have  an  annual  effect  on  the  economy 
of  $100  million  or  more:  (2)  cause  a 
major  increase  in  costs  or  prices  for 
consumers,  individual  industries, 
Federal,  State  or  local  government 
agencies,  or  geographic  regions;  or  (3) 
have  a  significant  adverse  effect  on 
competition,  employment,  investment, 
productivity,  innovation,  or  on  the 
ability  of  United  States-based 
enterprises  to  compete  with  foreign- 
based  enterprises  in  domestic  or  export 
markets. 

In  accordance  with  5  U.S.C.  605(b) 

(the  Regulatory  Flexibility  Act),  the 
Undersigned  hereby  certifies  that  this 
rule  would  not  have  a  significant 
economic  impact  on  a  substantial 
number  of  small  entities.  The  rule  would 
implement  several  statutory  provisions 
that  improve  the  Urban  Homesteading 
Program.  These  changes  will  have 
neither  a  significant  economic  impact 
on,  nor  an  effect  on,  a  substantial 
number  of  small  entities. 

The  Catalog  of  Federal  Domestic 
Assistance  Program  number  is  14.230. 

This  rule  was  listed  as  item  number 
995  in  the  Department’s  Semiannual 


Agenda  of  Regulations  published  on 
April  25, 1988  (53  FR  13854)  under 
Executive  Order  12291  and  the 
Regulatory  Flexibility  Act. 

List  of  Subjects  in  24  CFR  Part  590 

Urban  homesteading.  Administrative 
practice  and  procedure,  Grant  programs: 
housing  and  community  development, 
Low  and  moderate  income  housing. 

Accordingly,  the  Department  proposes 
to  revise  24  CFR  Part  590  to  read  as 
follows: 

PART  590— URBAN  HOMESTEADING 

Sec. 

590.1  Scope  and  purpose  of  regulation. 

590.3  Waiver  authority. 

590.5  Definitions. 

590.7  Program  requirements. 

590.9  Listing  of  HUD-owned,  VA-owned, 
and  FmHA-owned  properties. 

590.11  Applications. 

590.13  Standards  for  HUD  review  and 

approval  of  a  local  urban  homesteading 
program. 

590.15  Urban  homesteading  program 
participation  agreement. 

590.17  Transfer  of  HUD-owned  property. 

590.18  Reimbursement  to  FmHA  and  VA. 

590.19  Use  of  section  810  funds. 

590.21  Reservation  and  reduction  of  funds. 
590.23  Program  close-out. 

590.25  Retention  of  records. 

590.27  Audit. 

590.29  HUD  review  of  LUHA  performance. 
590.31  Corrective  and  remedial  actions. 

Authority:  Sec.  810  of  the  Housing  and 
Community  Development  Act  of  1974  (12 
U.S.C.  1706e);  sec.  7(d)  of  the  Department  of 
Housing  and  Urban  Development  Act  (42 
U.S.C.  3535(d)). 

§  590.1  Scope  and  purpose  of  regulation. 

(a)  Scope.  This  part  applies  to  the 
Urban  Homesteading  Program 
authorized  under  section  810(b)  of  the 
Housing  and  Community  Development 
Act  of  1974.  The  program  is  generally 
administered  through  the  Department’s 


field  offices,  which  can  provide 
information  to  the  public  about  the 
localities  participating,  as  well  as 
technical  assistance  to  localities  about 
applying  for  and  operating  the  program. 

(b)  Purpose.  The  purpose  of  the  Urban 
Homesteading  Program  is  to  use  existing 
housing  stock  to  provide 
homeownership  opportunities,  primarily 
for  lower  income  families,  thereby 
encouraging  public  and  private 
investment  in  selected  neighborhoods 
and  assisting  in  their  preservation  and 
revitalization.  The  program  provides  for 
the  transfer  without  payment  to  a  local 
urban  homesteading  agency  (LUHA)  of 
federally  owned  properties  for  use  in  a 
HUD  approved  local  urban 
homesteading  program. 

§  590.3  Waiver  authority. 

HUD  may  waive  any  requirement  of 
this  part  not  required  by  law  whenever 
it  determines  that  undue  hardship  would 
result  from  applying  the  requirement,  or 
where  applying  the  requirement  would 
adversely  affect  achievement  of  the 
purposes  of  the  program. 

§  590.5  Definitions. 

"Act”  means  section  810  of  the 
Housing  and  Community  Development 
Act  of  1974,  as  amended  from  time  to 
time. 

“Applicant”  means  any  State  or  unit 
of  general  local  government  that  applies 
for  HUD  approval  of  a  local  urban 
homesteading  program  under  these 
regulations. 

“Federally  owned  property”  means 
any  real  property  to  which  the  Secretary 
of  HUD,  the  Secretary  of  Agriculture  or 
the  Administrator  of  Veterans  Affairs 
holds  title  and  which  is: 

(1)  Improved  with  a  one-  to  four- 
family  residence; 
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(2)  Unrepaired  and  not  the  subject  of 
an  outstanding  repair  or  sales  contract; 
and 

(3)  Not  occupied  by  an  individual  or 
family  under  a  lease.  (Property  of  this 
nature  is  also  referred  to  as  "HUD- 
owned  property,"  “FmHA-owned 
property,”  or  “VA-owned  property" 
when  the  context  requires  identification 
of  the  particular  agency.) 

“FmHA"  means  the  Farmers  Home 
Administration,  an  agency  within  the 
U.S.  Department  of  Agriculture. 

“Homesteader”  means  an  individual 
or  family  that  participates  in  a  local 
urban  homesteading  program  by 
agreeing  to  rehabilitate  and  occupy  a 
property  in  accordance  with 
§  590.7(b)(5). 

"HUD"  means  the  U.S.  Department  of 
Housing  and  Urban  Development. 

“Local  urban  homesteading  agency” 
(LUHA)  means  a  State,  a  unit  of  general 
local  government,  or  a  public  agency  or 
qualified  community  organization 
designated  in  accordance  with  §  590.7(c) 
by  a  State  or  a  unit  of  general  local 
government. 

"Local  urban  homesteading  program” 
means  the  operating  procedures  and 
requirements  developed  by  a  LUHA  in 
accordance  with  this  part  for  selecting 
and  conveying  federally  owned 
properties  to  qualified  homesteaders. 

“Lower  income  families"  means  those 
families  and  individuals  whose  adjusted 
incomes  do  not  exceed  80  per  centum  of 
the  median  income  for  the  area,  as 
determined  by  the  Secretary  pursuant  to 
section  3(b)(2)  of  the  United  States 
Housing  Act  of  1937.  Pursuant  to  24  CFR 
Part  813,  the  Secretary’s  income  limits 
for  this  purpose  are  updated  annually 
and  are  available  from  the  Housing 
Management  Division  in  HUD  field 
offices. 

"Qualified  community  organization" 
has  the  meaning  specified  in 
§  590.7(c)(4). 

“Section  810  funds"  means  funds 
available  to  reimburse  HUD,  FmHA,  or 
VA  (as  applicable)  for  federally  owned 
property  transferred  to  LUHAs  in 
accordance  with  this  part. 

“State”  means  any  State  of  the  United 
States,  any  instrumentality  of  a  State 
approved  by  the  Governor,  and  the 
Commonwealth  of  Puerto  Rico. 

“Unit  of  general  local  government" 
means  any  city,  county,  town,  township, 
parish,  village,  or  other  general  purpose 
political  subdivision  of  a  State,  Guam, 
the  Virgin  Islands,  or  American  Samoa, 
or  any  general  purpose  political 
subdivision  thereof;  the  District  of 
Columbia;  the  Trust  Territory  of  the 
Pacific  Islands;  and  Indian  tribes,  bands, 
groups,  and  nations  of  the  United  States, 


including  Alaska  Indians,  Aleuts,  and 
Eskimos. 

“Urban  homesteading  neighborhood" 
means  any  geographic  area  approved  by 
HUD  for  the  conduct  of  a  local  urban 
homesteading  program  that  meets  the 
requirement  of  this  part. 

"VA”  means  the  Veterans 
Administration. 

§  590.7  Program  requirements. 

(a)  Designation  of  urban 
homesteading  neighborhood; 
coordinated  approach  toward 
neighborhood  improvement.  The 
applicant  shall  designate  the 
neighborhood  or  neighborhoods  in 
which  it  will  carry  out  its  local  urban 
homesteading  programs,  and  it  shall 
develop  a  plan  that  provides  for  the 
improvement  of  these  neighborhoods 
through  the  homesteading  program  and 
the  upgrading  of  community  services 
and  facilities,  and  through  other 
measures  needed  to  assure  a  suitable 
living  environment,  in  combination  with 
any  other  public  or  private  revitalization 
efforts  affecting  the  neighborhood.  In 
general,  the  applicant  should  select 
neighborhoods  so  that  it  can  reasonably 
anticipate  homesteading  a  minimum  of 
five  (5)  properties  per  year  for  the 
LUHA’s  overall  program  during  its  first 
full  year  of  operation  and  each  program 
year  thereafter. 

(b)  Development  of  local  urban 
homesteading  program.  The  applicant 
shall  develop,  in  compliance  with  this 
part,  a  local  urban  homesteading 
program  containing  the  following  major 
elements: 

(1)  Selection  and  management  of 
properties.  The  program  shall  include 
procedures  for  selecting  federally  owned 
properties  suitable  for  homesteading 
and  for  managing  the  properties  before 
conditional  conveyance  to 
homesteaders.  The  program  shall  also 
provide  that,  by  accepting  title  to  a 
property  under  this  part,  the  LUHA 
assumes  liability  for  injury  or  damage  to 
persons  or  property  by  reason  of  a 
defect  in  the  dwelling,  its  equipment  or 
appurtenances,  or  for  any  other  reason 
related  to  ownership  of  the  property. 

(2)  Homesteader  selection.  The 
program  shall  include  equitable 
procedures  for  homesteader  selection 
which: 

(i)  Exclude  prospective  homesteaders 
who  own  other  residential  property; 

(ii)  Take  into  account  a  prospective 
homesteader’s  capacity  to  make  or 
cause  to  be  made  the  repairs  and 
improvements  required  under  the 
homesteader  agreement,  including  the 
capacity  to  contribute  a  substantial 
amount  of  labor  to  the  rehabilitation 
process,  or  to  obtain  assistance  from 


private  sources;  community 
organizations,  or  other  sources; 

(iii)  Provide  that  membership  in,  or 
other  ties  to,  any  private  organization 
(including  a  qualified  community 
organization)  may  not  be  made  a  factor 
affecting  selection  as  a  homesteader; 

(iv)  Provide  that,  before  a  property  is 
offered  to  other  prospective 
homesteaders  who  are  eligible,  the 
property  will  be  offered  to  eligible  lower 
income  families;  and 

(v)  Include  other  reasonable  selection 
criteria  which  are  consistent  with  this 

§  590.7(b)(2)  and  which  shall  be 
specified  in  the  applicant’s  application 
pursuant  to  §  590.11(a)  and  approved  by 
HUD  pursuant  to  §  590.13.  Such  other 
selection  criteria  shall  include  locally- 
adopted  criteria  reasonably  matching 
family  size  to  the  number  of  bedrooms. 
Such  criteria  shall  not  permit 
homesteaders  who  are  one-person 
households  to  occupy  a  property  having 
more  than  two  bedrooms.  In  addition, 
selection  criteria  may  include 
preferences  for  the  selection  of 
neighborhood  residents  or  other  local 
residents,  but  only  to  the  extent  that 
they  are  not  inconsistent  with  this 
section  and  with  affirmative  marketing 
objectives  under  §  590.11(d)(5)(ii).  Such 
preferences  based  on  residential 
location  may  not  be  based  upon  the 
length  of  time  the  prospective 
homesteader  has  resided  in  the 
jurisdiction  or  the  neighborhood.  Also, 
persons  who  are  employed,  or  who  have 
been  notified  that  they  have  been  hired, 
in  the  jurisdiction  shall  be  extended  any 
preference  available  to  current 
residents. 

(3)  Conditional  conveyance.  The 
program  shall  provide  for  the 
conditional  conveyance  of  federally 
owned  properties  to  homesteaders 
without  any  substantial  consideration. 

(4)  Financing.  The  program  shall 
provide  procedures  for  the  LUHA  to 
undertake,  or  to  assist  the  homesteader 
in  arranging,  financing  for  the 
rehabilitation  required  under  the 
homesteader  agreement.  Where  direct 
Federal  loans  under  Section  312  of  the 
Housing  Act  of  1964  (42  U.S.C.  1452b) 
are  used  as  a  rehabilitation  financing 
resource  by  the  LUHA,  the  LUHA  shall 
make  reasonable  efforts  to  assist  HUD 
in  monitoring  and  securing  compliance 
with  the  terms  of  the  loan  during  the 
homesteader’s  conditional  title  period. 

(5)  Homesteader  Agreement.  The 
program  shall  provide  for  the  execution, 
concurrent  with  or  as  a  part  of  the 
conditional  conveyance,  of  a 
homesteader  agreement  between  the 
LUHA  and  the  homesteader  which  shall 
require  the  homesteader: 
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(i)  To  repair,  within  one  year  from  the 
date  of  conditional  conveyance  of  the 
property  to  the  homesteader,  any 
defects  that  pose  a  substantial  danger  to 
health  and  safety; 

(ii)  To  make  or  cause  to  be  made 
additional  repairs  and  improvements 
necessary  to  meet  the  applicable  local 
standards  for  decent,  safe,  and  sanitary 
housing  within  three  years  from  the  date 
of  conditional  conveyance  of  the 
property  to  the  homesteader,  and  to 
comply  with  any  energy  conservation 
measures  designated  by  the  LUHA  as 
part  of  the  repairs; 

(iii)  To  occupy  the  property  as  his  or 
her  principal  residence  for  not  less  than 
five  consecutive  years  from  the  date  of 
initial  occupancy  except  as  otherwise 
approved  in  writing  by  HUD  on  a  case- 
by-case  basis  when  emergency 
conditions  make  compliance  with  this 
requirement  infeasible; 

(iv)  To  permit  reasonable  inspections 
at  reasonable  times  by  employees  or 
designated  agents  of  the  LUHA  to 
determine  compliance  with  the 
agreement;  and 

(v)  To  surrender  possession  of,  and 
any  interest  in,  the  property  upon 
material  breach  of  the  homesteader 
agreement  (including  default  on  any 
rehabilitation  financing  secured  by  the 
property),  as  determined  by  the  LUHA 
in  accordance  with  this  part. 

(6)  Monitoring  and  selecting  successor 
homesteaders.  The  program  shall 
provide  that  the  LUHA  will  monitor  the 
homesteader’s  compliance  with  the 
homesteader  agreement,  will  revoke  the 
conditional  conveyance  and 
homesteader  agreement  upon  any 
material  breach  by  the  homesteader, 
and,  to  the  extent  necessary  and 
practicable,  will  select  one  or  more 
successor  homesteaders  for  the 
property.  The  LUHA  shall  make 
reasonable  efforts  to  assure  that  any 
proposed  successor  homesteader 
assumes  any  Section  312  loan  on  the 
property,  subject  to  HUD  approval  of 
the  terms  of  the  assumption.  If  the 
LUHA  selects  a  successor  homesteader, 
it  shall  execute  a  new  homesteader 
agreement  and  conditional  conveyance 
with  the  successor  homesteader  in 
compliance  with  this  part,  including  the 
requirement  for  occupancy  of  the 
property  by  the  successor  homesteader 
for  at  least  five  consecutive  years, 
except  that  HUD  may  approve  a  lesser 
occupancy  period  where  necessary  to 
facilitate  assumption  of  a  Federal 
rehabilitation  loan  under  Section  312  of 
the  Housing  Act  of  1964  (42  U.S.C. 

1452b)  or  any  other  public  or  private 
financing  if  the  circumstances  warrant 
such  a  reduction  of  the  residency  period 
and  the  LUHA  requests  it.  Such  period 


will  not  be  less  than  the  greater  of:  (i) 
Two  additional  years,  or  (ii)  the 
remaining  amount  of  the  original 
occupancy  period. 

(7)  Fee  simple  title.  The  program  shall 
provide  for  the  conveyance  of  fee  simple 
title  to  the  property  from  the  LUHA  to 
the  homesteader,  or  successor 
homesteader,  without  financial 
consideration  upon  compliance  with  the 
terms  of  the  homesteader  agreement  and 
conditional  conveyance. 

(8)  Homesteading  infeasible; 
alternative  use.  If  completion  of 
homesteading  proves,  in  the  judgment  of 
HUD,  to  be  infeasible  for  any  reason 
after  a  LUHA  has  accepted  title  to  a 
federally  owned  property,  the  LUHA 
shall  not  demolish,  dispose  of,  rent  or 
otherwise  convert  the  property  to  its 
own  use  until  HUD  approves  an 
alternative  use  consistent  with  the 
coordinated  approach  to  neighborhood 
improvement. 

(c)  Designation  of  LUHA — (1) 
Responsibilities.  Pursuant  to  this 
§  590.7(c),  the  applicant  shall  designate 
a  LUHA,  which  shall  have  primary 
responsibility  for  administering  the  local 
urban  homesteading  program  for  the 
applicant.  The  LUHA  shall  be  the  legal 
entity  that  accepts  title  in  its  own  name 
to  federally  owned  properties  conveyed 
by  the  applicable  federal  agency  with 
reimbursement  from  section  810  funds 
and  which  conveys  title  to  such 
properties  to  homesteaders  pursuant  to 
paragraph  (b)  of  this  section  590. 
Although  the  applicant  may  at  any  time 
amend  its  local  urban  homesteading 
program  to  designate  a  new  LUHA, 
subject  to  HUD  approval  as  described  in 
§§  590.13-590.15  of  this  part,  neither  the 
applicant  nor  the  designated  LUHA  may 
delegate  or  contract  out  to  another  legal 
entity  the  function  of  accepting  and 
conveying  in  its  own  name  title  to 
properties  for  homesteading  purposes 
pursuant  to  this  part.  To  the  extent 
permitted  by  the  applicant,  the  LUHA 
may  use  third  parties  as  contractors, 
consultants,  or  agents  to  assist  it  in 
carrying  out  other  functions  and 
responsibilities  with  respect  to  the  local 
urban  homesteading  program,  by 
entering  into  a  written  agreement 
between  the  LUHA  and  the  third  party. 
No  such  agreement  shall  be  deemed  to 
relieve  the  LUHA  or  the  applicant  of 
responsibility  for  the  third  party's 
actions  in  connection  with  the  local 
urban  homesteading  program. 

(2)  Identity  of  LUHA.  The  LUHA  must 
have  legal  authority  to  carry  out  a  local 
urban  homesteading  program  as 
described  in  this  part,  including  the 
authority  to  accept  and  convey  title  to 
properties  pursuant  to  paragraph  (b)  of 
this  §  590.7.  To  the  extent  consistent 


therewith,  the  applicant  State  or  unit  of 
general  local  government  may: 

(i)  Act  as  LUHA  in  its  own  name, 
while  identifying  within  its 
administrative  organization  a  lead 
department  or  agency  to  act  as  the 
primary  contact  point  for  HUD,  VA  and 
FmHA  as  described  in  §  590.11(a)(7); 

(ii)  Designate,  and  enter  into  a  written 
agreement  with,  a  legally  separate 
public  body  or  agency  to  act  as  LUHA  in 
accordance  with  this  part;  or 

(iii)  Designate,  and  enter  into  a 
written  agreement  with,  a  qualified 
community  organization  (as  defined  in 
paragraph  (4)  of  this  §  590.7(c))  to  act  as 
LUHA  in  accordance  with  this  part. 

(3)  Content  of  Agreement  With 
Designated  Public  Agency  or  Qualified 
Community  Organization.  The 
applicant’s  written  agreement  with  its 
designated  public  agency  or  qualified 
community  organization  shall  contain  at 
least  the  following  provisions,  and 
nothing  inconsistent  therewith: 

(i)  The  agreement  of  the  LUHA  to 
carry  out  the  local  urban  homesteading 
program,  including  the  acceptance  and 
conveyance  of  title  to  properties  for 
homesteading  purposes,  in  accordance 
with  the  Act,  this  part,  and  the 
applicant’s  HUD-approved  urban 
homesteading  application; 

(ii)  The  agreement  of  the  LUHA  to 
hold  title  (and  the  right  of  reverter  or 
other  interest  retained  after  conveyance 
of  conditional  title  to  a  homesteader)  to 
formerly  federally  owned  properties 
conveyed  to  it  pursuant  to  this  part  in 
trust,  solely  for  the  purpose  of  conveying 
such  title  to  homesteaders  (or  for  such 
alternative  use  as  may  be  approved  by 
HUD)  pursuant  to  this  part,  and  not  to 
convey,  encumber  or  otherwise  deal 
with  such  property  for  its  own  benefit  or 
account; 

(iii)  The  agreement  of  the  LUHA 
promptly  to  convey  title  and  other 
interests  in  properties  held  pursuant  to 
this  part  to  the  applicant,  or  to  such  new 
LUHA  as  may  be  designated  by  the 
applicant  and  approved  by  HUD.  if  the 
applicant  terminates  the  LUHA's 
designation;  and 

(iv)  The  agreement  of  the  applicant 
and  the  LUHA  that  the  LUHA's 
designation  shall  not  relieve  the 
applicant  of  full  responsibility  to  HUD 
for  the  conduct  of  the  local  urban 
homesteading  program,  and  that  HUD 
may  take  any  corrective  or  remedial 
action  pursuant  to  this  part  against  the 
applicant,  the  LUHA.  or  both  solely  at 
HUD’s  option. 

(4)  Definition  of  Qualified  Community 
Organization.  As  used  in  this  part,  the 
term  “qualified  community 
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organization"  means  a  private  non-profit 
corporation  which  is: 

(i)  Incorporated  under  applicable 
State  or  local  enabling  legislation  and 
which  has  the  authority  necessary  to 
carry  out  the  program: 

(ii)  Controlled  by  a  board  of  directors 
whose  members  receive  no 
compensation  of  any  kind  for  the 
performance  of  their  duties;  and 

(iii)  Is  organized  exclusively  for 
charitable,  educational,  or  scientific 
purposes,  or  the  promotion  of  social 
welfare,  and  qualifies  as  an  exempt 
organization  under  paragraph  (3)  or  (4) 
of  section  501(c)  of  the  Internal  Revenue 
Code  of  1986. 

§  590.9  Listing  of  HUD-owned,  VA-owned, 
and  FmHA-owned  properties. 

In  order  to  facilitate  planning  for  local 
urban  homesteading  programs,  HUD, 
FmHA,  and  VA,  upon  request  by  a 
LUHA,  each  shall  provide  the  LUHA 
with  a  listing  of  all  residential  one-  to 
four-unit  properties  in  the  LUHA’s 
jurisdiction  to  which  they  hold  title  and 
which  are  not  subject  to  executed  repair 
or  sale  contracts  or  leases.  The  LUHA 
shall  give  the  public  access  to  the  list 
during  ordinary  business  hours  at  the 
offices  of  LUHA. 

§590.11  Applications. 

(а)  Initial  application  requirements. 
Applicants  may  submit  an  initial 
application  under  this  part  to  the 
responsible  HUD  Field  Office  at  any 
time  during  the  year.  Applications  shall 
consist  of: 

(1)  Standard  Form-424; 

(2)  A  map  of  each  proposed  urban 
homesteading  neighborhood  with 
geographic  boundaries  indicated  and 
census  tracts  shown; 

(3)  A  statement  of  the  local  goals  for 
the  homesteading  program  for  each 
neighborhood  selection; 

(4)  A  description  of  the  applicant’s 
proposed  homesteader  selection 
procedures  which  complies  with 

§  590.7(b)(2); 

(5)  The  applicant’s  proposed  legal 
documents  which  read  together  comply 
with  §  590.7(b)  (3),  (5),  and  (7); 

(б)  An  estimate  of  the  amount  of 
section  810  funds  to  be  used  during  the 
current  Federal  fiscal  year  and  a 
statement  concerning  the  basis  for  the 
estimate,  including  the  number  of 
properties  expected  to  be  acquired 
during  the  year,  prepared  after 
consultation  with  HUD/FHA,  FmHA  or 
VA  as  appropriate; 

(7)  The  applicant’s  written  agreement 
designating  its  LUHA  which  complies 
with  §  590.7(c),  or,  if  the  applicant 
proposes  to  act  as  its  own  LUHA, 
identification  of  the  lead  agency 


primarily  responsible  for  administration 
for  the  program; 

(8)  The  certifications  required  by 
paragraph  (d)  of  this  section;  and 

(9)  Any  additional  documentation 
HUD  specifically  requests  after  review 
of  the  initial  application  pursuant  to 

§  590.13. 

(b)  Annual  Request  for  Program 
Participation.  An  applicant  that  has 
previously  submitted  and  received 
approval  of  an  initial  application  under 
paragraph  (a)  of  this  section  shall  notify 
the  HUD  Field  Office  in  writing  on  or 
before  August  1  of  each  succeeding 
Federal  fiscal  year  if  it  wishes  to 
continue  in  the  program.  At  the  same 
time,  the  applicant  shall  notify  HUD  of 
its  estimate  of  the  section  810  funds  to 
be  used  during  the  upcoming  Federal 
fiscal  year,  along  with  an  explanation  of 
the  basis  for  the  estimate,  including  the 
number  of  properties  expected  to  be 
acquired  during  the  year,  prepared  after 
consultation  with  HUD/FHA,  FmHA  or 
VA  as  appropriate.  Previous  applicants 
with  already  approved  applications  will 
be  required  to  submit  the  items 
described  in  paragraphs  (4),  (5),  (7),  (8), 
and  (9)  of  §  590.11(a)  with  their  annual 
request  for  program  participation  for  the 
first  Federal  fiscal  year  following  the 
effective  date  of  this  regulation.  Except 
for  those  items,  HUD  will  deem  the 
initial  application  still  in  effect  as  it  was 
finally  approved,  unless  the  applicant 
concurrently  submits  other  amendments 
under  paragraph  (c)  of  this  section. 

(c)  Amendments.  If  the  applicant 
wishes  to  change  any  element  of  its 
local  urban  homesteading  program  that 
is  specifically  described  in  the  HUD- 
approved  application  (such  as  the 
identification  of  urban  homesteading 
neighborhoods  or  the  designation  of  the 
LUHA  to  carry  out  the  program),  the 
applicant  shall  submit  its  proposal  to  the 
HUD  Field  Office  for  approval  before 
making  any  such  change.  The  proposal 
shall  identify  specifically  the  elements 
to  be  changed,  and  shall  set  forth  the 
proposed  amendment.  Proposed 
amendments  may  be  submitted  with  an 
annual  request  for  program  participation 
or  at  any  other  time  during  the  program 
year. 

(d)  Certifications.  As  part  of  its 
application,  the  applicant  shall  certify 
that; 

(1)  Except  for  States,  the  applicant’s 
governing  body  had  duly  adopted  or 
passed  an  official  act,  resolution, 
motion,  or  similar  action  authorizing  the 
filing  of  the  application,  including  all 
understandings  and  assurances 
contained  in  these  certifications. 

(2)  The  LUHA  possesses  the  legal 
authority  to  and  will  carry  out  the  local 
urban  homesteading  program  described 


in  its  approved  application  in 
accordance  with  this  part,  including  the 
specific  program  requirements  described 
in  §  590.7(b). 

(3)  The  LUHA  has: 

(i)  An  adequate  administrative 
organization  capable  of  carrying  out  the 
program  in  a  timely  and  cost  effective 
manner; 

(ii)  Procedures  for  selecting  and 
accepting  property  suitable  for 
homesteading  and  rehabilitation  as 
required  by  §  590.7(b)(1); 

(iii)  Procedures  to  assist  in  arranging, 
or  for  itself  to  undertake,  rehabilitation 
financing  for  property  conveyed  to 
homesteaders,  as  required  by 

§  590.7(b)(4). 

(iv)  Procedures  for  monitoring  the 
homesteader  agreement  and  for 
revoking  a  conditional  conveyance  upon 
material  breach  of  the  agreement,  and 
for  selecting  a  successor  homesteader  as 
required  by  §  590.7(b)(6);  and 

(v)  Procedures  for  conveying  fee 
simple  title  to  the  residential  property 
received  from  HUD,  FmHA  or  VA 
without  substantial  consideration  to  the 
homesteader  upon  his  or  her  full 
compliance  with  the  agreement  required 
in  §  590.7(b)(7). 

(4)  The  applicant  or  the  LUHA  has, 
before  submission  of  the  application: 

(i)  Developed  a  plan  for  a  coordinated 
approach  toward  neighborhood 
improvement  as  required  by  §  590.7(a); 
and 

(ii)  Provided  citizens  an  adequate 
opportunity  to  express  preferences 
about  the  proposed  location  of  the  urban 
homesteading  neighborhood  or 
neighborhoods,  and  to  comment  on  the 
plan  for  a  coordinated  approach  toward 
neighborhood  improvement. 

(5)  The  applicant  and  LUHA  will: 

(i)  Assure  non-discrimination  in  the 
selection  of  homesteaders  and  that  no 
eligible  person  is  denied  equal 
opportunity  for  housing,  or  excluded 
from  equal  participation  in  the 
homestead  program,  on  the  basis  of 
race,  creed,  color,  national  origin,  age, 
sex  or  handicapping  condition  and  that 
it  will  comply  with  all  requirements  of 
Title  VI  of  the  Civil  Rights  Act  of  1964; 
Executive  Order  11063;  Title  VIII  of  the 
Civil  Rights  Act  of  1973;  the  Age 
Discrimination  Act  of  1975,  and  all 
applicable  regulations  issued  under 
these  authorities,  in  any  activity  in  its 
local  urban  homestead  program;  and 

(ii)  Employ  affirmative  marketing 
procedures  in  the  advertising  of 
homesteading  properties. 

(6)  The  LUHA  will  comply  with  the 
lead-based  paint  procedures  set  forth  in 
24  CFR  Part  35. 
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(7)  The  LUHA  will  submit  any 
information  HUD  requests  for  the 
purpose  of  meeting  HUD’s 
responsibilities  under  the  National 
Environmental  Policy  Act  of  1969; 
Executive  Order  11988  on  Flood  Plain 
Management;  Executive  Order  11990  on 
Protection  of  Wetlands;  the  Flood 
Disaster  Protection  Act  of  1973;  the 
National  Historic  Preservation  Act  of 
1966;  and  the  Preservation  of  Historic 
and  Archaeological  Data  Act  of  1974, 
including  the  procedures  prescribed  by 
the  Advisory  Council  on  Historic 
Preservation  in  36  CFR  Part  800,  and 
Executive  Order  11593  on  Protection  and 
Enhancement  of  the  Cultural 
Environment. 

(8)  The  applicant  and  its  designated 
LUHA  will  give  HUD  and  the 
Comptroller  General,  through  their 
authorized  representatives,  access  to 
and  the  right  to  examine  all  records, 
books,  papers,  or  documents  related  to 
the  local  urban  homesteading  program. 
The  applicant  and  its  designated  LUHA 
will  maintain  current  and  accurate  data 
on  the  race  and  ethnicity  of  program 
participants/beneficiaries,  in  order  to 
enable  HUD  to  meet  the  requirements 
imposed  upon  it  by  "Section  562  of  the 
Housing  and  Community  Development 
Act  of  1987.” 

(9)  The  LUHA  will  maintain  in  writing 
and  on  file  a  description  of  its  approved 
local  urban  homesteading  program  for 
public  information  and  review. 

§  590. 1 3  Standards  for  HUD  review  and 
approval  of  a  local  urban  homesteading 
program. 

(a)  Applications.  The  appropriate 
HUD  Field  Office  will  review  an 
applicant’s  initial  application  and  the 
Field  Office  Manager  will  approve  the 
proposed  local  urban  homesteading 
program,  unless  the  Field  Office 
Manager  determines  that  the  program 
does  not  comply  with  the  Act,  this  part 
or  other  applicable  laws  and 
regulations,  or  that  it  is  plainly 
inappropriate  or  plainly  inconsistent 
with  available  facts  and  data.  If  the 
program  is  disapproved,  HUD  shall 
notify  the  applicant  in  writing  of  the 
specific  reasons. 

(b)  Annual  requests  for  program 
participation  and  program  amendments. 
The  HUD  Field  Office  will  review  any 
proposed  application  amendments  and 
an  applicant’s  annual  request  for 
program  participation  and  will  approve 
the  applicant’s  submission  unless  the 
Field  Office  Manager  determines  that 
the  proposal  does  not  comply  with  the 
Act,  this  part,  or  other  applicable  laws 
and  regulations,  is  plainly  inappropriate 
or  plainly  inconsistent  with  available 
facts  and  data,  or  that  the  applicant’s 


past  performance  does  not  meet  the 
standards  of  §  590.29(a).  HUD  will  notify 
the  LUHA  in  writing  of  the  specific 
reasons  for  any  disapproval.  Program 
amendments  will  be  considered 
approved  as  of  the  date  of  HUD's 
written  notification  of  approval  to  the 
applicant.  Annual  requests  for  program 
participation  will  be  considered 
approved  as  of  the  date  of  HUD’s 
written  notification  to  the  applicant  of 
approval,  or  notice  of  satisfaction  of  any 
approval  conditions,  whichever  is  later. 

§  590.15  Urban  homesteading  program 
participation  agreement. 

Upon  approval  of  an  application, 

HUD,  the  State  or  unit  of  general  local 
government  and  the  designated  LUHA, 
if  any,  will  execute  an  urban 
homesteading  program  participation 
agreement  in  the  form  prescribed  by 
HUD.  The  agreement  authorizes  the 
LUHA  to  request  HUD,  VA,  and  FmHA 
to  transfer  properties  to  the  LUHA 
pursuant  to  this  part,  to  the  extent  that 
funds  available  are  sufficient  to 
reimburse  the  Federal  agency  for  the 
properties.  The  agreement  also  obligates 
the  LUHA  to  use  the  properties  in 
accordance  with  the  Act,  this  part,  other 
applicable  laws  and  regulations,  and  its 
approved  application.  However,  neither 
a  fund  reservation  nor  the  agreement 
obligates  HUD,  FmHA  or  VA  to  transfer 
a  specific  number  of  properties  or 
particular  properties  identified  in  a 
program  application,  or  a  program 
amendment.  The  agreement  shall 
specify  procedures  for  its  amendment  or 
termination. 

§  590. 17  T ransf er  of  HUD-owned  property. 

(a)  Property  disposition  assistance. 
HUD's  property  disposition  activity 
shall  support  local  urban  homesteading 
programs  as  follows: 

(1)  After  execution  of  its  initial  urban 
homesteading  agreement,  but  before  the 
initial  selection  of  any  HUD-owned 
property,  a  LUHA  may  request  HUD  to 
suspend  its  routine  property  disposition 
activity  for  up  to  45  days  for  HUD- 
owned  properties  listed  under  §  590.9 
and  identified  by  the  LUHA  as  located 
in  a  HUD-approved  urban  home¬ 
steading  neighborhood.  Based  upon  this 
request,  HUD  shall  state  in  writing  the 
starting  and  closing  dates  of  the 
suspension  of  property  disposition 
activity  for  all  such  identified  HUD- 
owned  properties. 

(2)  With  respect  to  properties  coming 
into  HUD’s  inventory  later,  the  HUD 
Field  Offices  shall  develop  and 
implement  property  disposition  plans  for 
HUD-owned  properties  located  in  HUD- 
approved  urban  homesteading 


neighborhoods.  These  plans  shall 
include  the  following  procedures: 

(i)  As  soon  as  feasible,  but  in  no  event 
later  than  ten  days  after  HUD  receives  a 
notice  of  property  transfer  and 
application  for  insurance  benefits  for  a 
HUD-owned  property  located  in  a  HUD- 
approved  urban  homesteading 
neighborhood,  the  HUD  Field  Office 
shall  notify  the  LUHA  in  writing  of  the 
potential  availability  of  the  property  for 
homesteading. 

(ii)  The  HUD  Field  Office  shall  not 
approve  a  property  disposition  program 
for  a  HUD-owned  property  until  the 
LUHA  has  informed  the  Field  Office,  in 
writing,  whether  or  not  it  intends  to  use 
the  property  in  the  local  urban 
homesteading  program,  or  until  21  days 
from  the  date  of  HUD’s  notice, 
whichever  comes  first.  The  Field  Office 
Manager  may  extend  the  21-day 
deadline  if  the  Field  Office  Manager 
makes  a  written  determination  that 
notification  by  the  LUHA  within  21  days 
is  impracticable. 

(b)  Conditions  for  transferring  HUD- 
owned  properties.  Except  as  provided  in 
paragraph  (c)  of  this  section.  HUD  shall 
offer  to  transfer  the  title  of  a  HUD- 
owned  property  to  a  LUHA,  without 
payment,  if: 

(1)  The  property  is  located  in  a  HUD- 
approved  urban  homesteading 
neighborhood; 

(2)  The  LUHA  has  notified  the  HUD 
Field  Office,  within  the  applicable 
period  specified  in  paragraph  (a)(1)  or 
(a)(2)(ii)  of  this  section,  that  it  intends  to 
use  the  property  in  the  local 
homesteading  program; 

(3)  The  LUHA’s  approved  reservation 
of  section  810  funds  is  sufficient  to 
reimburse  HUD’s  applicable  housing 
loan  or  mortgage  insurance  accounts  for 
the  estimated  as-is  fair  market  value  of 
the  property,  or  a  negotiated  lesser 
amount,  plus  closing  costs  as  approved 
by  HUD;  and 

(4)  The  HUD  Field  Office  determines 
that  the  requested  property  is  suitable 
for  the  approved  local  urban 
homesteading  program,  as  follows: 

(i)  The  estimated  as-is  fair  market 
value  of  the  property  does  not  exceed 
$25,000  (excluding  closing  costs)  for  a 
one-unit  single  family  residence  and  an 
additional  $8,000  for  each  additional 
unit  of  two-  to  four-family  residences;  or 

(ii)  The  Field  Office  Manager 
authorizes,  on  a  property-by-property 
basis,  the  transfer  of  a  HUD-owned 
property  where  the  estimated  fair 
market  value  exceeds  the  preceding 
limitations  if  the  benefit  to  the 
community  expected  from  the  expedited 
occupancy  of  the  property,  and  the 
expected  reduction  of  difficulties  and 
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delays  (such  as  vandalism  to  the 
property)  that  HUD  typically  encounters 
in  the  disposition  and  sale  of  property, 
warrant  the  additional  cost  to  the 
Federal  government. 

(c)  Exceptions.  (1)  If  a  LUHA  fails  to 
accept  title  within  30  days  of  HUD’s 
offer  of  a  property  for  a  specific  price  in 
accordance  with  paragraphs  (b)  (1)— (4) 
of  this  section,  HUD  may  approve  an 
alternative  disposition  plan  for  the 
property.  The  HUD  Field  Office 
Manager  may  exend,  for  a  reasonable 
period  of  time,  this  30-day  deadline  if 
the  HUD  Field  Office  Manager  makes  a 
written  determination  that  acceptance 
of  title  by  the  LUHA  within  30  days  of 
property  selection  is  impracticable. 

(2)  A  property  otherwise  eligible  for 
transfer  to  an  LUHA  may  be  used  to 
meet  higher  priority  needs  if  the  Field 
Office  Manager  makes  a  determination 
in  writing  that  the  property  is  essential 
to  meet  an  existing  legal  obligation  such 
as: 

(i)  Settlement  of  a  sales  warranty 
claim; 

(ii)  Settlement  of  a  claim  under 
section  518  of  the  National  Housing  Act 
for  critical  structural  defects  in  certain 
one-  to  four-family  dwellings; 

(iii)  Emergency  housing  needs 
(disaster  housing  and  urgent  public 
housing  needs  such  as  providing  shelter 
for  the  homeless); 

(iv)  Reconveyance  for  noncompliance 
with  24  CFR  203.363; 

(v)  Reconveyance  pursuant  to  a  Civil 
Frauds  Act  settlement; 

(vi)  Reconveyance  where  the 
mortgage  was  never  insured;  and 

(vii)  Other  legal  obligations  as 
determined  by  HUD. 

§  590.18  Reimbursement  to  FmHA  and  VA. 

The  Secretary  shall  reimburse  FmHA 
or  VA  from  a  LUHA’s  section  810  funds 
in  an  amount  agreed  to  between  the 
LUHA  and  FmHA  or  VA  for  FmHA-  or 
VA-owned  property  plus  approved 
closing  costs,  under  the  following 
conditions: 

(a)  The  property  is  located  in  a  HUD- 
approved  urban  homesteading 
neighborhood; 

(b)  The  LUHA’s  approved  reservation 
of  section  810  funds  is  sufficient  to 
support  the  agreed  reimbursement, 
including  closing  costs; 

(c)  The  reimbursement  (excluding 
closing  costs)  does  not  exceed  the  lesser 
of  the  amounts  specified  in  paragraphs 
(c)  (1)  or  (2)  of  this  section. 

(l)(i)  $25,000  for  a  one-unit  single 
family  residence,  plus  $8,000  for  each 
additional  unit  of  of  a  two-  to  four- 
family  residence;  or 
(ii)  An  amount  greater  than  the 
amount  in  paragraph  (c)(l)(i),  of  this 


section,  if  authorized  by  the  HUD  Field 
Office  Manager  on  a  property-by¬ 
property  basis,  where  the  benefit  to  the 
community  expected  from  the  expedited 
occupancy  of  the  property,  and  the 
expected  reduction  of  difficulties  and 
delays  (such  as  vandalism  to  the 
property)  that  HUD  typically  encounters 
in  the  disposition  and  sale  of  similar 
property,  warrant  the  additional  cost  to 
the  Federal  government;  or 
(2)  The  amount  certified  by  FmHA  or 
VA  to  be  a  fair  value  for  the  property 
based  on  the  lesser  of  the  market  value 
or  the  amount  of  FmHA's  or  VA’s  claim 
plus  the  expenses  connected  with 
Federal  ownership;  and 
(d)  The  property  has  been  conveyed  to 
a  LUHA  for  use  in  a  HUD-approved 
local  urban  homesteading  program. 

§  590.19  Use  of  section  810  funds. 

Section  810  funds  may  be  used  to 
reimburse  HUD,  VA  or  FmHA  for 
federally  owned  properties.  Section  810 
funds  may  not  be  used  to  reimburse 
LUHAs  for  administrative  costs,  nor 
may  they  be  used  to  acquire  property 
other  than  through  reimbursement  for 
federally  owned  property. 

§  590.21  Reservation  and  reduction  of 
funds. 

After  execution  of  the  applicant’s 
urban  homesteading  program 
participation  agreement  during  the  first 
program  year,  and  thereafter  following 
approval  of  the  applicant’s  annual 
request  for  program  participation,  HUD 
will  reserve  funds  to  reimburse  the  FHA, 
FmHA,  and  VA  when  specific  properties 
are  identified  for  transfer  to  the  LUHA. 
Funds  will  be  reserved  on  a  first-come, 
first-served  basis  subject  to  available 
fund  limitations.  At  any  time  during  a 
fiscal  year,  HUD  may  decline  making 
funds  available  when  in  HUD’s 
judgment  the  LUHA’s  performance  does 
not  meet  the  standards  set  out  in 
§  590.29(a)  or  when  there  are  an 
insufficient  number  of  affordable, 
federally  owned  properties  available 
due  to  market  conditions  in  the  area,  to 
warrant  continuation  in  accordance 
with  §  590.7(a)  and  §  590.13. 

§  590.23  Program  dose-out. 

(a)  Initiation  of  close-out.  This  section 
prescribes  procedures  for  program  close¬ 
out  when  continuing  a  program  is  no 
longer  feasible  or  where  the  beneficial 
results  are  not  commensurate  with  the 
further  expenditure  of  section  810  funds 
in  a  locality’s  designated  urban 
homesteading  neighborhoods.  The 
LUHA  will  institute  close-out 
procedures,  in  accordance  with  HUD 
instructions,  when  one  or  more  of  the 
following  occurs: 


(1)  The  LUHA  determines  that  it  does 
not  have  the  capacity  to  continue 
administering  the  program  in  a  timely 
and  cost-effective  manner; 

(2)  HUD  terminates  the  LUHA’s 
program  because  the  LUHA’s 
performance  does  not  meet  the 
standards  specified  in  §  590.29(a);  or 

(3)  HUD  terminates  the  LUHA’s 
program  because  the  LUHA  did  not 
acquire  any  federally  owned  properties 
in  the  previous  two  Federal  fiscal  years 
and  because  local  market  conditions 
demonstrate  that  an  insufficient  number 
of  affordable,  federally  owned 
properties  is  likely  to  be  available  for 
the  next  Federal  fiscal  year. 

(b)  Close-out  may  be  subject  to  later 
audit  in  accordance  with  §  590.27(b). 

(c)  Close-Out  Conditions.  Upon 
completion  of  HUD  close-out  review, 
HUD  will  send  the  LUHA  a  letter  of 
completion,  which  HUD  may  condition. 
Conditions  may  reflect  unmet 
obligations,  deadlines  to  meet  them,  and 
a  statement  of  any  required  interim 
reporting  procedures.  In  addition  to  any 
other  conditions  that  may  be  specifically 
set  forth  in  the  letter  of  completion,  the 
LUHA  remains  responsible  after  close¬ 
out  to  take  whatever  actions  may  be 
necessary  to  enforce  the  homesteader 
agreement  and  complete  final  fee  simple 
conveyance  to  the  homsteader  or  a 
successor  homesteader,  or  to  obtain 
alternative  use  approval  from  HUD 
under  §  590.7(b)(8),  for  properties 
conveyed  to  the  LUHA  for  homesteading 
prior  to  close-out. 

(d)  Monitoring  of  closed-out  programs. 
HUD  shall  monitor  closed  out  programs 
to  determine  compliance  with  any 
conditions  imposed  under  paragraph  (c), 
the  certifications  under  §  590.11(d),  the 
Act,  this  part  and  other  applicable 
Federal  laws  and  regulations  until  the 
LUHA  transfers  fee  simple  title  to  all 
federally  owned  properties  to  the 
homesteader,  or  until  HUD  approves  an 
alternative  use  and  the  LUHA 
implements  it  under  §  590.7(c). 

§  590.25  Retention  of  records. 

The  LUHA  shall  maintain  adequate 
financial  records,  property  disposition 
documents,  supporting  documents, 
statistical  records,  and  all  other  records 
pertinent  to  the  local  urban 
homesteading  program  until  the  period 
for  HUD  monitoring  under  §  590.23(d) 
has  expired. 

§590.27  Audit. 

(a)  Access  to  records.  The  Secretary, 
the  Comptroller  General  of  the  United 
States,  or  any  of  their  duly  authorized 
representatives,  shall  have  access  to  all 
books,  accounts,  records,  reports,  files, 
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and  other  papers  or  property  of  LUHAs 
pertaining  to  funds  or  property 
transferred  under  this  part,  for  the 
purpose  of  making  surveys,  audits, 
examinations,  excerpts,  and  transcripts. 

(b)  Audit.  The  LUHA’s  financial 
management  system  shall  provide  for 
audits  in  accordance  with  24  CFR  Part 
44. 

§590.29  HUD  review  of  LUHA 
performance. 

(a)  HUD  shall  review  the  performance 
of  each  LUHA  that  has  a  homesteading 
agreement  and  section  810  fund 
reservation  at  least  once  each  Federal 
fiscal  year  to  determine  whether: 

(1)  The  program  complies  with  the 
urban  homesteading  program 
participation  agreement  and 
certifications,  the  Act,  this  part,  and 
other  applicable  Federal  laws  and 
regulations; 

(2)  The  LUHA  is  carrying  out  its 
program  substantially  as  approved  by 
HUD; 

(3)  The  federally-owned  properties  the 
LUHA  selects  are  suitable  for 
homesteading  and  rehabilitation; 

(4)  The  LUHA  is  making  reasonable 
progress  in  moving  properties  through 
the  stages  of  the  homesteading  process, 
including  acquisition,  homesteader 
selection,  conditional  conveyance, 
rehabilitation,  and  final  conveyance, 
and  is  not  making  an  unreasonable 
number  of  requests  for  extension  of  the 
time  periods  specified  in 

§  590.17(a)(2)(ii)  and  (c)(1); 

(5)  The  improvements  in 
neighborhood  public  facilities  and 


services  provided  for  in  the  coordinated 
approach  toward  neighborhood 
improvement  are  occurring  on  a  timely 
basis;  and 

(6)  The  LUHA  has  a  continuing 
administrative  and  legal  capacity  to 
carry  out  the  approved  program  in  a 
cost-effective  and  timely  manner. 

(b)  In  reviewing  a  LUHA’s 
performance,  HUD  will  consider  all 
available  evidence,  which  may  include, 
but  need  not  be  limited  to,  the  following: 

(1)  Records  maintained  by  the  LUHA; 

(2)  Results  of  HUD’s  monitoring  of  the 
LUHA's  performance; 

(3)  Audit  reports,  whether  conducted 
by  the  LUHA  or  by  HUD  auditors; 

(4)  Records  of  comments  and 
complaints  by  citizens  and 
organizations;  and 

(5)  Litigation  history. 

(c)  LUHAs  shall  supply  data  and 
make  available  records  necessary  for 
HUD’s  annual  evaluation  of  the  LUHA’s 
local  urban  homesteading  program. 

§  590.31  Corrective  and  remedial  actions. 

When  HUD  determines  on  the  basis  of 
its  review  that  the  LUHA’s  performance 
does  not  meet  the  standards  specified  in 
§  590.29(a),  HUD  shall  take  one  or  more 
of  the  following  corrective  or  remedial 
actions,  as  appropriate  in  the 
circumstances: 

(a)  Issue  a  letter  of  warning  that 
advises  the  LUHA  of  the  deficiency  and 
puts  it  on  notice  that  HUD  will  take 
more  serious  corrective  and  remedial 
action  if  the  LUHA  does  not  correct  the 
deficiency,  or  if  it  is  repeated; 


(b)  Advise  the  LUHA  to  suspend, 
discontinue  or  not  incur  costs  for 
identified  defective  aspects  of  the  local 
program; 

(c)  Condition  the  approval  of  the 
annual  request  for  program  participation 
if  there  is  substantial  evidence  of  a  lack 
of  progress,  noncompliance,  or  a  lack  of 
continuing  capacity.  In  such  cases,  HUD 
shall  specify  the  reasons  for  the 
conditional  approval  and  the  actions 
necessary  or  remove  the  conditions; 

(d)  In  cases  of  continued  substantial 
noncompliance,  terminate  the  urban 
homesteading  program  participation 
agreement,  close  out  the  program  and 
advise  the  LUHA  of  the  reasons  for  such 
action;  or 

(e)  Where  HUD  determines  that  a 
LUHA  has,  contrary  to  its  obligations 
under  §  590.7(b),  converted  a  property 
received  under  this  part  to  its  own  use, 
failed  to  adequately  preserve  and 
protect  the  property,  or  received 
excessive  consideration  for  its 
conveyance,  HUD  may  direct  the  LUHA 
to  repay  to  HUD  either  the  amount  of 
compensation  HUD  finds  that  the  LUHA 
has  received  for  the  property  or  the 
amount  of  section  810  funds  expended 
for  the  property,  as  HUD  determines 
appropriate. 

Dated:  September  21, 1988. 

Jack  R.  Stokvis, 

Assistant  Secretary  for  Community  Planning 
and  Development. 
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